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Q. Please state your name and business address.

L S~

My name is Bruce Griswold. My business address is 825 NE Multnomah, Suite 600,
Portland, Oregon 97232.

Are you the same Bruce Griswold that filed direct testimony in this case?

Yes.

What is the purpose of your rebuttal testimony?

I am responding to the direct testimony of Desert Power and US Magnesium witness,
Mr. Swenson, regarding Schedule 38 and providing comments on why Schedule 38
has worked as intended and approved by the Utah Commission. I will also be
providing testimony to clarify the avoided cost adjustments from my direct testimony
and refute comments regarding the adjustments included in the testimony of Mr.

Swenson and Committee of Consumer Services witness, Mr. Hayet.

Q. What is the purpose of Schedule 38?

Schedule 38, Qualifying Facilities Procedure, is an existing, approved schedule of the
Company that was the result of a work-group that included many parties participating
in the development and negotiation of the procedures in this tariff. Its purpose is to
provide the steps and schedule that both the Company and a proposed QF work
through to determine indicative or estimated avoided costs for a proposed QF project.
The tariff very clearly lays out the required information to be provided by the QF that
the Company needs to prepare the indicative prices for the proposed QF project.

Even a QF project in the conceptual stage by the developer should have most of the
information collected since it is necessary information for the design and construction

of the QF project. As the procedure outlines, the more complete and clear the
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information provided by the developer, the less chance of a delay in developing and

providing indicative prices.

Q. Has Schedule 38 worked as it was intended?

Yes. Schedule 38 has worked as the task force intended it to. It provides the QF
developer a clear road map to work through its project details to secure indicative
prices from the Company and determine its own economics. If the QF wishes to
proceed with the project, there is a procedure that both parties follow through contract
negotiations. Schedule 38 was intended, however, to be used by serious projects that
had already performed their own engineering and financial analysis. It was not
intended to a allow a QF developer to come to the Company with vague requests or

insufficient details hoping to have the Company design and size their QF.

Q. Did US Magnesium and Desert Power comply with Schedule 38?

No. US Magnesium’s initial request for indicative pricing in October 2002 was
confusing and unreasonable. At that time, even though Schedule 38 had not formally
been approved by the Commission, , the Company agreed to follow the Schedule 38
procedure. However, the Company didn’t anticipate that US Magnesium would treat
the procedure as a way to obtain engineering and financial consulting service. US
Magnesium began by requesting indicative pricing for no less than ten (10) various
QF configurations and two (2) different lengths of contracts. In all, they asked for
twenty (20) sets of indicative prices in their initial request without the supporting
documentation required by Schedule 38, section 1.B.2. This was obviously not done
in the spirit of what the Schedule intended. The Company responded as shown in

Exhibit UP&L (BWG-1R), with a request that US Magnesium narrow the
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evaluation and provide clarification of the QF project details, including details
regarding the involvement of Desert Power in a joint project. Without that
information, it was difficult, if not impossible, to provide a response within US
Magnesium’s proposed schedule.

Over the first half of 2003, the Company continued to work with US
Magnesium on the various QF configurations they requested, providing them an all-in
indicative price per MWh so they could run their pro forma models. This was despite
the fact that they failed to provide the specific documentation requested.

US Magnesium continued to ignore requests for more specific documentation
of its proposed project and, when US Magnesium requested final pricing for a
combined US Magnesium/Desert Power QF project in July 2003, it had failed to
provide the documentation required under sections I.B.2, and LB.4 of Schedule 38.
To add to the confusion, in September 2003, the Company received a third request for
indicative pricing for a proposed 284MW QF to be developed by another party, but
located at the US Magnesium site. As a result, it was even more unclear what was
going to be built at the site and how it was going to operate. In late 2003, the
Company finally obtained copies of the FERC QF self-certifications for US
Magnesium and Desert Power. That documentation showed that there was no joint
project. The certifications were for separate QF projects and not a single combined

project as originally requested.

Q. Has Schedule 38 been a deterrent to QF development in Utah?

No. Actually to the contrary, the Company has had several requests in Utah during

2003 for QF indicative pricing that have gone according to the Schedule 38
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procedure. For example, we are currently in negotiations with two customers, Tesoro
and Kennecott on their QF contracts. Tesoro is a new greenfield QF project, which is
under construction in Salt Lake City. Kennecott, is an existing generation facility that
was recently self certified as a QF. Unlike US Magnesium, these QF developers came
to PacifiCorp with very specific projects and the documentation to support the

projects.

Q. Are the price adjustments proposed by PacifiCorp appropriate and clear?

Yes. My direct testimony described the specific calculation methodology by which
cach adjustment is made. These adjustments are necessary to reflect the individual
operating characteristics of a specific QF project based on the starting point of the

Company’s full avoided costs, as described by Dr. Weaver.

. Please describe and respond to the criticisms of those price adjustments by

Mr. Hayet and Mr. Swenson.

While Mr. Hayet and Mr. Swenson apparently agree that avoided cost prices should
reflect the characteristics of the individual QF, they assert that, if their respective
avoided cost methods were adopted, several of the Company’s proposed adjustments
are unnecessary or inappropriate. However, regardless of the method adopted by the
Commission for avoided cost determination, individual QF prices should still reflect
the costs that the QF allows the Company to avoid to reflect the ratepayer indifference
standard.

Please provide an example of how the Company’s proposed avoided cost

adjustments would be applied.
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A. Exhibit UP&L ___ (BWG-2R) provides an example of adjustments that would be
applied to a project with characteristics similar to the Desert Power QF project as
described, albeit cursorily, in its proposed QF contract filed in Docket 04-035-04.
When information was not available, the Company made assumptions in order to
complete the calculation.

Q. As described by Mr. Swenson, are the proposed US Magnesium and Desert
Power QFs dispatchable?

A. No. In the contracts proposed by both QFs and as described in Mr. Swenson’s
testimony, both QFs are only offering the ability to schedule deliveries rather than
allowing the Company to dispatch their plants.

Q. Does that conclude your testimony?

Yes.
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Exhibit UP&L__ (BWG-1R)

825 N.E. Multnomah
Portland, Or 97232
(503) 813-5000

MPACIFICORP

November 1, 2002

Roger Swenson

Energy Manager

US Magnesium LLC

238 North 2200 West

Salt Lake City, Utah 84116

RE: QF Indicative Pricing Proposal

Dear Mr. Swenson:

We have received your letter dated October 23, 2002 requesting an indicative pricing for
a proposed upgrade to US Magnesium’s existing qualifying facility (“QF”) presently
under contract with PacifiCorp. In your letter you have referenced Schedule 38 sheet No.
38.2 section B. Schedule 38 has no force or effect at this point because it has not been
formally approved by the Utah Public Service Commission. However, in anticipation of
it being approved, PacifiCorp responds to your request for indicative pricing as follows.

As a threshold matter, Schedule 38 only obligates PacifiCorp to provide an indicative
pricing proposal when the requesting party has provided a demonstration of QF status.
Such demonstration may take the form of a certification or self-certification pursuant to
18 CFR part 292. Here, it is not clear if and how the various upgrades may qualify as
QFs. Without this information, PacifiCorp is unable to process your request for
indicative pricing.

Also, you have requested indicative pricing for ten (10) specific QF System upgrade
configurations. You have also requested pricing based on both a ten-(10) and fifteen-(15)
year contract for each upgrade configuration. Consistent with the preceding paragraph,
PacifiCorp is only required to provide indicative pricing proposals for any proposed
facility or facility upgrade that is certified as a QF. PacifiCorp is not obligated to provide
unlimited price discovery for speculative proposals. However, if US Magnesium limits
its request to three upgrade options, PacifiCorp will prepare indicative pricing for those
options. Such indicative pricing is also contingent on US Magnesium responding in full
to the attached matrix of requested information for the three options based on 38.2.B.2.

Of specific interest to PacifiCorp is the relationship between US Magnesium and Desert
Power, LP. While you did not specifically mention Desert Power in your letter,
PacifiCorp’s review of the letter and knowledge of Desert Power’s operation suggests



Exhibit UP&L___(BWG-1R)
Roger Swenson
0JS MAGNESIUM LLC
November 1, 2002
Page 2

that Desert Power will be an integral part of your system upgrade options. If that is the
case, PacifiCorp would like to know specifically how Desert Power’s power production
facility will be integrated into the US Magnesium QF and documentation to support that
the integrated facility would qualify as a QF under PURPA rules and regulations. Please
site the specific applicable rules and regulations.

Once PacifiCorp receives all the information for the three system upgrades, it will

prepare an indicative price proposal. If you have questions or need clarification on our
requests, please contact me at 503-813-5218. Thank you.

Singerely,

BrueZ G old

Director,\Engrgy Contracts

Cc:  Lee Brown, US Magnesium
Lowell Alt, Utah DPU



Exhibit UP&L__ (BWG-1R)

US Magnesium - Indicative Pricing Request 10/24/2002

PacifiCorp Response 10/31/2002

Page 1 of 2

Schedule 38 — Qualifying Facility Procedures

38B 2 Project Information

Additional questions and comments
Please provide the following information for each proposed
upgrade scenario:

Generation technology and other
related technology

Describe in detail the generation technology and any
related technology

Design capacity (MW), station
service requirements, and net
amount of power to be delivered
to the Company's electric system

Identify the design capacity, station service requirements,
and net amount of power to be delivered.

Quantity and timing of monthly
power deliveries (including
project ability to respond to
dispatch orders from the
Company)

Provide detailed information regarding the quantity and
timing of monthly deliveries, including dispatchability.

Proposed site location and
electrical interconnection point

Describe in detail the site location and point of
interconnection for the proposed upgrade.

Proposed on-line date and
outstanding permitting
requirements

Provide documentation of emission constraints for the
proposed upgrades that could affect operations.

Demonstration of QF status

PacifiCorp acknowledge that the existing 36 MW generation
plant at the US MAG facility is QF certified as a pre-
PURPA QF. Please provide additional information on how
the new system upgrades will achieve QF status. Please
site specific PURPA efficiency standard and how each
upgrade will achieve the standard.

Fuel type (s) and source (s)

Plans for fuel and transportation
agreements

Proposed contract term and
pricing provisions (i.e., fixed,
escalating, indexed)

The system upgrades will have a capacity greater than
1MW, therefore Schedule 37 prices do not apply and the
price for power purchases are negotiated. We will consider
your request to determine if it is the most appropriate
pricing method. Please provide any alternative price
structures you would consider.

Status of interconnection
arrangements

Have you initiated an interconnection request with
PacifiCorp’s Transmission function? If so, what is the
status of that request?

Any other information requested
by the Company

Is Desert Power LP power production facility, also
interconnected at the Rowley Substation, part of this
upgrade and if so, how will it be qualified as QF?

Please provide the specific sections in PURPA rules and
regulations which US MAG cites as applicable to the
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Exhibit UP&L___ (BWG-1R)

US Magnesium - Indicative Pricing Request 10/24/2002
PacifiCorp Response 10/31/2002

upgrades including how they would apply or not apply to
Desert Power facilities if they are part of the upgrade?

Please provide information on ownership structure for US
MAG QF upgrade options including any proposed Desert
Power involvement.

US MAG has an existing QF contract with PacifiCorp that
goes through December 2004. What is your construction
schedule and will the system upgrades affect performance
under the existing QF contract? The existing contract also
requires detailed engineering designs, studies and other
information per section 2.3. Please provide the
documentation per section 2.3 of the existing QF contract
between PacifiCorp and Magcorp (US MAG) for the
selected options.
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